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utilized by the consumer). If a con-
sumer has obtained a refund of the Sep-
tember 11th Security Fee or other gov-
ernment-imposed taxes and fees, then 
those fee amounts may be deducted 
from the consumer’s travel credit or 
voucher. Nothing in this section re-
lieves the carrier of its obligation to 
comply with the requirements of other 
Federal agencies relating to the refund 
of government-imposed taxes and fees. 

§ 262.7 Processing fee. 
A carrier may retain a processing fee 

for issuing the travel voucher or credit, 
as long as the fee is on a per-passenger 
basis and the existence and amount of 
the fee is clearly and prominently dis-
closed to consumers at the time they 
purchased the airfare. 

§ 262.8 Disclosure of restrictions, con-
ditions or limitations. 

A carrier shall not impose unreason-
able restrictions, conditions or limita-
tions on the travel credits or vouchers, 
including a validity period that is 
shorter than five years from the date of 
issuance, a restriction on the transfer-
ability of the credits or vouchers to an-
other individual, conditions that se-
verely restrict booking with respect to 
travel date, time, route, or class of 
service; a limitation that allows re-
demption only in one booking and ren-
ders any residual value void; or a limi-
tation that only allows the value of the 
credits or vouchers to apply to the base 
fare of a new booking but not govern-
ment-imposed taxes or fees, carrier im-
posed fees, or ancillary service fees. A 
carrier must clearly disclose, no later 
than at the time of voucher or credit 
issuance, any material restrictions, 
limitations, or conditions on the use of 
the credits and vouchers that are not 
deemed unreasonable, including but 
not limited to advance purchase re-
quirement or capacity restrictions and 
blackout dates. 

§ 262.9 Contract of carriage. 
A carrier shall not include terms or 

conditions in its contract of carriage 
inconsistent with the carriers’ obliga-
tions as specified by this part. Any 
such action will be considered an un-
fair and deceptive practice within the 
meaning of 49 U.S.C. 41712. 
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§ 271.1 Purpose. 
This part establishes the guidelines 

required by 49 U.S.C. 41736 to be used 
by the Department in establishing the 
fair and reasonable amount of com-
pensation needed to ensure the con-
tinuation of essential air service to an 
eligible place under 49 U.S.C. 41731 and 
41734. These guidelines are intended to 
cover normal carrier selection cases 
and rate renewal cases, and not nec-
essarily emergency carrier selection 
cases. 

[60 FR 43524, Aug. 22, 1995] 

§ 271.2 Definitions. 
As used in this part: 
Eligible place means a place in the 

United States that meets the specified 
criteria outlined in 49 U.S.C. Chapter 
417. 

Essential air service is that air trans-
portation which the Department has 
found to be essential under Subchapter 
II of Chapter 417 of the Statute. 

[60 FR 43524, Aug. 22, 1995, as amended by 
Doc. No. DOT-OST-2014-0140, 84 FR 15933, 
Apr. 16, 2019] 

§ 271.3 Carrier subsidy need. 
In establishing the subsidy for an air 

carrier providing essential air service 
at an eligible place, the Department 
will consider the following: 

(a) The reasonable projected costs of 
a carrier in serving that place; 

(b) The carrier’s reasonable projected 
revenues for serving that place; 
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(c) The appropriate size of aircraft 
for providing essential air service at 
that place; and 

(d) A reasonable profit for a carrier 
serving that place. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, Aug. 22, 1995] 

§ 271.4 Carrier costs. 
(a) The reasonable costs projected for 

a carrier providing essential air service 
at an eligible place will be evaluated: 

(1) For costs attributable to the car-
rier’s flying operations (direct ex-
penses), by comparing the projected 
costs submitted by the carrier with the 
following: 

(i) The carrier’s historical direct op-
erating costs with the same or similar 
aircraft types; 

(ii) The direct operating unit costs of 
similar carriers using the same or 
similar equipment; and 

(iii) Data supplied by the manufac-
turer of the carrier’s aircraft. 

(2) For other costs, by one or more of 
the following methods: 

(i) By direct assignment where the 
indirect costs are attributable to the 
carrier’s operations at the eligible 
place; 

(ii) By comparing the carrier’s sys-
temwide indirect operating expenses to 
those submitted by the carrier for the 
eligible place; or 

(iii) By comparing the indirect oper-
ating expenses submitted by the car-
rier with the ratio of indirect to direct 
costs that have been experienced by 
the carrier in other markets or to costs 
that are representative of the industry. 

(3) By considering the unique cir-
cumstances of the carrier or the com-
munity being served that justify devi-
ations from the costs that would other-
wise be established for that carrier 
under this paragraph. 

(4) By determining whether the air-
craft to be used by the carrier at the 
eligible place, and on which its costs 
are derived, are appropriate for pro-
viding essential air service there. The 
appropriateness of the aircraft to be 
used is based on the following charac-
teristics of the eligible place: 

(i) Traffic levels; 
(ii) The level of air service that the 

Department has decided is essential for 
the eligible place; 

(iii) Distance to the designated hub; 
(iv) The altitude at which the carrier 

must fly to the designated hub; and 
(v) Other operational elements in-

volved. 
(b) When the essential air service 

would be made part of the carrier’s lin-
ear system, the Department might, in-
stead of the factors in paragraph (a) of 
this section, consider only the incre-
mental costs that the carrier will incur 
in adding that service to its system. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, 43525, Aug. 22, 1995] 

§ 271.5 Carrier revenues. 
(a) The projected passenger revenue 

for a carrier providing essential air 
service at an eligible place will be cal-
culated by multiplying the following: 

(1) A reasonable projected net fare, 
which is the standard fare expected to 
be charged for service between the eli-
gible place and the designated hub less 
any dilution caused by joint fare ar-
rangements, discount fares that it of-
fers, or prorates of fares for through 
one-line passengers; and 

(2) The traffic (including both local 
and beyond traffic) projected to flow 
between the eligible place and the des-
ignated hub or hubs, which is based on 
the carrier’s own estimates, Depart-
ment estimates, and on traffic levels in 
the market at issue when such data are 
available. 

(b) The reasonableness of a carrier’s 
passenger revenue projections will be 
evaluated by: 

(1) Comparing the carrier’s proposed 
fare with the fare charged in other 
city-pair markets of similar distances 
and traffic densities; and 

(2) Comparing the carrier’s proposed 
pricing structure with historical pric-
ing practices in the market at issue, 
with the pricing practices of that car-
rier in other markets, and with any 
standard industry pricing guidelines 
that may be available. 

(c) An estimate of freight and other 
transport-related revenue will be in-
cluded as a component of projected rev-
enues and will be based on recent expe-
rience in the market involved and on 
the experience of the carrier involved 
in other markets. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, Aug. 22, 1995] 
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§ 271.6 Profit element. 

The reasonable return for a carrier 
for providing essential air service at an 
eligible place generally will be set at a 
flat percentage, typically 5 percent of 
that carrier’s projected operating costs 
as established under § 271.4, plus any 
applicable interest expenses on flight 
equipment. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, 43525, Aug. 22, 1995] 

§ 271.7 Subsidy payout formula. 

(a) Subsidy will be paid by the De-
partment to the air carrier monthly, 
based on the subsidy rate established 
by the Department for the carrier 
under this part. Payments will not 
vary except as provided in this section. 

(b) While a carrier’s subsidy rate will 
not vary even if actual revenues or 
costs differ from projections, the ac-
tual amount of each payment may vary 
depending on the following factors: 

(1) Seasonal characteristics of the 
carrier’s operations at the eligible 
place; 

(2) The actual number of flights com-
pleted, aircraft miles flown, available 
seat-miles flown, or variations in other 
operational elements upon which the 
subsidy rate is based; or 

(3) Adjustments to the carrier’s sub-
sidy required by § 271.8(b). 

(c) Payments will continue for the 
duration of the rate term established 
under § 271.8 provided that the carrier 
continues to provide the required serv-
ice. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, 43525, Aug. 22, 1995] 

§ 271.8 Rate period. 

(a) The subsidy rate generally will be 
set for a 2-year period, or two consecu-
tive 1-year periods. The Department 
may set the rate for a shorter period in 
the following situations: 

(1) A commuter air carrier is replac-
ing a larger certificated carrier at the 
eligible place; 

(2) Traffic at the eligible place has 
substantially decreased; 

(3) The Department considers the 
cost or revenue projections of the car-
rier for the second year to be unreal-
istic; 

(4) It is likely that there will be 
changes in the eligible place essential 
air service level; or 

(5) The uncertainties of the market 
or other circumstances warrant a 
shorter rate period. 

(b) The subsidy rate established for a 
carrier under this part will not be 
changed during the rate period unless 
an adjustment is required in the public 
interest. 

(c) At the end of the rate period, the 
carrier will not have a continuing right 
to receive subsidy for providing essen-
tial air service at the eligible place. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, 43525, Aug. 22, 1995] 

§ 271.9 Discrimination prohibited. 
(a) All air carriers receiving subsidy 

under this part shall comply with the 
following: 

(1) The Age Discrimination Act of 
1975; 

(2) The Civil Rights Act of 1964 and 49 
CFR part 21; and 

(3) The Rehabilitation Act of 1973, 49 
CFR part 27, and part 382 of this chap-
ter. 

(b) Within 1 year after it first re-
ceives a subsidy under this part, the 
carrier shall evaluate its practices and 
procedures for accommodating the 
handicapped in accordance with § 382.23 
of this chapter. 

(c) All air carriers seeking a subsidy 
under this part shall include in their 
subsidy application the assurances re-
quired by 49 CFR parts 20, 21, 27 and 29, 
and § 382.21 of this chapter. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43525, Aug. 22, 1995] 
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